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Contact: Rep. Marc C. Duff
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MEETING TO BE HELD ON SEWER WAR SOLUTION

Legislation intended to end the long~-running "Sewer Wars" will
be the topic of a joint Town-Hall meeting held at the New Berlin
City Hall on April 23rd, State Representatives Marc Duff and Mary
Lazich announced today.

The Town Hall meeting will center around Senate Bill 614. SB
614 would place the Milwaukee Metropolitan Sewer District (MMSD)'
under the oversight of the state Public Service Commission (PSCH.
In addition, the MMSD could be privatized if it was proven to be
less costly to users of the system.

The meeting is scheduled to begin at 7:30pm. It is being held
in .the City Council chambers at New Berlin City Hall (3805 s.
Casper brive). Informational packets will be provided at the
meetihg. Rep. Duff will be holding a Citizens Advisory Board
meeﬁing beginning at 7:00pm, while Rep. Lazich will be holding
Office Hours from 6:30pm to 7:30pm.
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Department of Public Works
3805 South Casper Drive
New Berlin, Wisconsin 53151:5097

{(414) 797-2442
Fax (414) 780-4600

R June 18, 1996 -
Marc Duff .~ o . R &
98_&.‘@35@'1;%;1_}1315@1 Representative -~ SR
Wisconsin State Capital =~ .- | :
P.0. Box8952 -
Madison, WI'53708-8952

Dear Répresehiaﬁvé' Duff:

" The Uti twsﬁrstqum‘ter bills ‘s&ere mailed on April li}thandan avalanche of calls came in
for the past two months to both the Utility and my office. All of the callers expressed concern about -
the “new” rates.  These Will become our “standard” ‘rates in the future if MMSD prevails in

 proposen it hareing New Berlin on the basis of property value and noton usage st PO,

 While I'h;ivc_ -nbt-seEH__ihe sﬁrvéy you sent out, I am keenly interested with what you learned.
The Mayor, Council, City Staff, and I share concerns about the exorbitant sewer charges we must
collect from Qur_ciﬁzéﬁs-_in-order to be able to pay MMSD the amount they charged us.

The current _séw;-r user charge rates merely allows the City to collect an amount equal to what
MMSD will bill us for 1 996 Capital Charges for wastewater t_reai_ment.} The rates will get even larger
if a setilement with MMSD is reached wherein additional claimed past-dues become a reality and
the City must pay more than our fair share of usage. -

For sewered customers who do not have public water available or who contintie with their
private well, we charge them a “flat rate”. This “flat rate” is based on the same basis that MMSD
bills the City for treatment use or operation charges (not the Capital portion for single family
residences). The “flat rate” is an “average”residential rate for single family dwellings.




Representative Duff
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June 14, 1996

This group of customers has the option of having a water meter installed by the Utility. They
are responsible to install a meter horn immediately after the pressure tank and before any branches
in the plumbing system. This may typically run from $200-$300. The Utility will install a water
meter, read it for billing purposes and maintain it. There is a quarterly charge for this of $15.00
($60.00 per year and depends on meter size). :

The $60.00 per year “added cost” is more than the éavings that would likely accrue on the
volumetric basis for a one or two person retiree family. The sewer user charge rates provide for all
customers who use 18,106 gal_lg:;’ns_ per quarter to have the same bill of $162.06, or the “average”.

You suggest that perhaps “occupancy” be used as a basis for sewer rates. This isnota
practical method as there is no validation, without great verification expense. Also, it is not possible
to account for the increased usage due to periodic house guests of family and friends. The number
of bedrooms has been used by small utilities as a means to apportion costs for one and two family
residential. This is the same method used in sizing private on-site disposal systems.

We are currently doirig a technical study to review the various methddoiagies being used to
apportion sewer use/capital charges.  This may conclude with recommendations for change or
adjustments to our present system: '

. Bottom line s that the “cloud” of continuing with MMSD's method of charging us for

" Caplial treatment charges vill only push ntal customer r
can provide to circumvent this tragedy will be greatly appreciated by all of our sewer utility
customers, ' |

If you have any questions, please call me at (414) 7972442 or Larry Wilms, Utility

Superintendent, at-(4 14) 786-7086. Thank you for your interest mtms"serzsmvemaﬁer .
) . | Sincerely,
CITY OF NEW BERLIN

amid R. Hashernizadeh-
Director of Public Works

c: Mayor Mary Claire Cera
Larry Wilms, Utility Superintendent

our residential customer rates even higher. Any helpyou =




Legislative Fiscal Bureau
One East Main, Suite 301 » Madison, WI 53703 » (608) 266-3847 » Fax: (608) 267-6873

April 12, 1996

TO: Representative Marc Duff
Room 306 North, State Capitol

FROM: Bob Lang, Director

SUBJECT: Amendments to Senate Bill 614 Adopted by the Joint Committee on Finance

At your request, we are providing the following su.rrunary of the amendments to Senate Bill
614 that were adopted by the Joint Committee on Finance on March 22, 1996.

The first five amendments to SB 614 had been offered and adopted by the Senate
Committee on Environment and Energy. These five amendments, including the adoption of two
amendments to Senate Amendment 5, were also adopted by Joint Finance. The modifications

the amcﬂ_d_méht_'s would make to SB 614 are as follows:

SENATE AMENDMENT 1 [LRBa4458/1]

Senate Amendment 1 would clarify that the charges, rates, and fees of the Milwaukee
Metropolitan Sewerage District (MMSD) would be established by the Public Service Commission
(PSC) pursuant to its specific statutory authority under ss. 196.03, 196.20 and 196.37. These
provisions are the statutes used by the PSC as the basis of its authority to issue rate orders,

SENATE AMENDMENT 2 [LRBad459/2], AS AMENDED BY SENATE AMENDMENT
1 TO SENATE AMENDMENT 2 [LRBa4486/1]

Senate Amendment 2, as amended by Senate Amendment 1 to SA 2 [LRBa4486/1}, would
change the general effective date of SB 614 to be the first day of the first month following the
issuance by the PSC of its final order in a pending MMSD complaint case [Docket 9308-SR-
102], but no earlier than July 1, 1996, and no later than January 1, 1997.



SENATE AMENDMENT 3 {LRBad460/1]

Senate Amfmd_mmt 3 would specify that the PSC’s authority to change, amend or rescind
orders applicable to MMSD rates, tolls, charges or schedules or to reopen any MMSD case would
first apply to orders issued on the general effective date of the bill.

SENATE AMENDMENT 4 [LRBad461/1]

Senate Amendment 4 would provide that when the PSC considers whether a lease or sale
of MMSD assets would be in the best interests of the District’s ratepayers, the PSC would have
to consider whether the action meets-all of the following conditions: (1) the action will provide
for a reasonably adequate supply of sewerage services to meet the needs of the public; (2) the
action is in the public interest when considering engineering, economic, health, safety, reliability,
efficiency and environmental factors and alternate ‘methods of providing sewerage services; (3)
the action is reasonably coordinated with long-range plans and policies of other agencies or that
a reasonable effort had been made to coordinate such plans and policies; and (4) the action will
abate combined sewer overflows to.the extent necessary to comply with federal or state law.

SENATE AMENDMENT 5 [LRBa4462/1]

Senaic Amendm_ent' 5 wouidmakc the following changes to the bill:

"+ Sections 66.898(4)(a) and (b) of the statutes would be repealed and recreated. The

recreated language would be identical to the language
The repeal and recreate action would be taken to ‘remove any doubt that the current law
provisions are valid. These provisions had been enacted as part of a biennial budget bill (1983
Wisconsin Act 27), g's{_we:é_'_s_'s,.':_'.6f6;___8_9_'8.(4)(c)'_' and 66,899, The process by which these latter
provisions had been enacted had been challenged in court and were found to be unconstitutional
since they constituted a local law impermissibly included in a more general budget bill. Thus,

the treatment of the s. 66.898(4)(a) and (b) provisions by this amendment is intended to remove
any future constitutional challenge that they were originally invalidly enacted.

« Under SB 614, the PSC would have authority over the MMSD with respect to the
issuance of securities by public service corporations under ch. 184 of the statutes. This
amendment would establish that a regulated district (the MM3D) is a public service corporation
subject to ch. 184 of the statutes and that the MMSD could not issue any securities that confer
any ownership interest in that public service corporation.

+ The MMSD, when proposing _uécr and service charges, would be required to first

determine its revenue requirements and fo propose user and service charges that generate
sufficient revenues for debt service. Further, the amendment would clarify that it is the "revenue

Page 2

originally contained in Senate Bill 614. e



requirements used to calculate” the proposed user and service charges that PSC would have to
presume were reasonable.

« If the MMSD uses a sinking fund basis for depreciation, the District would be subject
to the same restrictions and regulations in its accounting for the entire amount credited to the
depreciation reserve as are applicable to other utilities.

« The amendment would delete the provisions in SB 614 which would authorize the PSC
to investigate whether MMSD’s rates should be modified due to changes in the cost of energy.

« The PSC’s review of MMSD’s initial rate filing would be clarified as being under the
agency's powers enumerated in ss. 196.03, 196.20 and 196.37 of the statutes which provide
authority for the PSC to issue rate orders.

+ The due date of the PSC’s study of the likely effects of any sale or lease of MMSD
assets on rates charged for sewage services would be changed from no later than June 30, 1998,
to no later than six months after the initial filing of rates by the MMSD.

« The SB 614 requirement that the MMSD refund a portion of current reserves that are in
excess of prudent reserve requirements would be modified to apply to customers of MMSD who
are residents of Milwaukee County rather than to all residents of Milwaukee County.

« A total of $488,300 PR would be appropriated to the PSC in 1996-97 and 5.0 PR
permanent and 1.0 PR project position would be authorized to enable the agcncy to implement
the provasmns of. Scnate Bﬂi 614 :

SENATE AMENDMENT ___ [LRBa4605/1] TO SENATE AMENDMENT 5

This amendment would modify Senate Amendment 5 by shxftmg $50 000 PR of the
$488,300 PR appropriated to the PSC in 1996-97 from the agency’s gcneral ‘administrative
appropriation [s. 20.155(1)(g) of the statutes] to the PSC’s intervenor financing appropriation [s.
20.155(1)(j) of the statutes] to fund increased public intervention activities arising from the
provisions of SB 614.

SENATE AMENDMENT __ [LRBad745/1] TO SENATE AMENDMENT 5

This amendment would modify Senate Amendment 5 by further clarifying that the
requirement that MMSD refund a portion of current reserves that are in excess of prudent reserve
requirements would apply to customers of MMSD who are residents of municipalities that have
been paying service charges to MMSD since the inception of such charges (based on the
equalized value of property in the municipality) for capital costs associated with MMSD’s water
pollution abatement program. This language would replace the provision in Senate Amendment
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5 specifying that the refund would be directed to customers of MMSD who are residents of
Milwaukee County. The effect of the modification would be to permit the payment of any
refunds to certain customers of the District who reside outside of Milwaukee County.

In addition to the five amendments originally offered by the Senate Committee on
Environment and Energy, the Joint Committee on Finance also considered and adopted the
following amendments. The modifications to SB 614 that these amendments would make are as
follows:

SENATE AMENDMENT ___ [LRBad4730/1]

Senate Amendment __ [LRBa4730/1] would specify that no regulated district (the MMSD)
could charge its ratepayers for any expenditure directly or indirectly incurred for advertising
unless the advertising produced demonstrated, direct and substantial benefit to the ratepayers in
the following areas: (1) demonstration of energy conservation methods; (2) conveyance of safety
information on the use of energy; (3) demonstration of methods for reducing ratepayer costs; (4)
providing of direct and substantial benefit to ratepayers; and (5) providing of information as
required by law. Under the amendment, "advertising" would be defined as printed and published
material and descriptive literature used in the print and electronic media, billboards and similar
displays; material which provides information favorable to MMS3D on an issue on which it is
attempting to-influence legislative or administrative action; descriptive literature and sales aids
of all kinds; prepared sales talks to the public and public information facilities; and other
materials or procedures enumerated by the PSC by rule. :

SENATE AMENDMENT ___ [LRBa4741/1}

Senate Amendment ___ [LRBad4741/1] would direct the PSC and the Department of Natural
Resources (DNR), no later than the first day of the tenth month after the effective date of the bill,
to enter into a memorandum of understanding specifying the manner in which the PSC and the
DNR will coordinate their activities relative to the regulation ‘of regulated districts (the MMSD).
in situations in which provisions in chapters 30, 66, 144, 147 and 196 of the statutes assign
overlapping duties, powers or jurisdiction to the PSC and the DNR. Under the memorandum of
understanding, the PSC could authorize the DNR to act as its agent to enforce or administer a
provision in one of those chapters as it relates to a regulated district and conversely, the DNR
could authorize the PSC to act as its agent to enforce or administer a provision in one of those
chapters as it refates to a regulated district. The PSC and the DNR would be reguired to submit
in proposed form any administrative rule changes necessary to implement the memorandum of
understanding under this provision, to the Legislative Council staff no later than the first day of
the 19th month beginning after the effective date of the bill.
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SENATE AMENDMENT ___ [LRBa4767/1]

Senate Amendment ___ [LRBa4767/1] would create a clean water fund special grants
program. The new appropriation would receive all moneys from the following two sources: (a)
$30,000,000 to be transferred from the MMSD to the state treasury no later than 30 days after
the effective date of the bill (this amount would be deducted from the amount of any current
reserves that are in excess of prudent reserve requirements, as determined by the PSC); and (b)
30% of the proceeds of the sale or lease of any MMSD assets and facilities that are distributed
to the state that are not obligated under the clean water fund program.

DNR would be directed to use revenues deposited in the special grant appropriation to
award special grants under the clean water fund program if all of the following apply: (a) the
municipality qualifies for the clean water fund program; (b) the median household income in the
municipality is 80% or less of the median household income in the state; (c) one of the following
applies: (1) the estimated total annual residential wastewater treatment charges in the municipality -
would exceed 2% of the median household income in the municipality if the municipality
receives the maximum amount of clean water fund assistance, excluding a special grant; or (2)
the estimated total annual charges per residential user in the municipality that relate to wastewater
treatment -‘would exceed 2% of the median household income in the municipality without
assistance under the clean water fund hardship assistance program but there is not sufficient
hardship assistance funding for the municipality.

The amendment ys%o_uid provide special grant assistance of up to either 90% or 70% of the
project costs if necessary to reduce the estimated total annual residential wastewater charges to
not less than 2% of the median household income in the municipality. 'DNR would be directed " .-

to establish a special grant funding list that ranks eligible projects in the same order that they:

appear on the current hardship funding list.

- DNR would be required to preﬁ;ulgaéé a rule under which a municipality seeking special
grant financial assistance could request, and have conducted, a survey to determine the median
household income in the municipality.

SENATE AMENDMENT ___ [LFB Motion #295] TO SENATE AMENDMENT
{LRBa4767/1]

Senate Amendment ___ [LFB Motion #295] would amend Senate Amendment ___
[LRBa4767/1] to specify that instead of requiring the transfer of $30,000,000 from the MMSD
to the state treasury no later than 30 days after the effective date of the bill, the first $30,000,000
of the portion of current reserves that are being held by the district, and that are in excess of
prudent reserve requirements, as determined by the PSC, shall be transferred.

Under the amendment, if the PSC would determine that excess reserves are less than
$30,000,000, then that lesser amount would be transferred from MMSD to the state treasury. If
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the PSC would determine that excess reserves equal or exceed $30,000,000, then $30,000,000
would be transferred from MMSD to the state treasury. Under the amendment the amount and
timing of any transfer would be dependent on the PSC’s determination of whether, or the extent
to which, excess reserves exist at the MMSD and the approval of a plan for distribution by the
PSC. :

The Joint Committee on Finance directed that all of the above amendments be incorporated
into Senate Substitute Amendment ___ [LRBs0654/3].

I hope that this information is helpful.

BL./dls
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Legislative Fiscal Bureau
One East Main, Suite 301 + Madison, W1 53703 « (608) 266-3847 « Fax: (608) 267-6873

March 21, 1996

TO: Members _
Joint Committee on Finance

FROM: Bob Lang, Director

SUBJECT: Senate Bill 614: Regulation of the Milwaukee Metropolitan Sewerage District

Senate Bill 614 would: (1) place the Milwaukee Metropolitan Sewerage District (MMSD)
under the regulation and supervision of the Public Service Commission (PSC); (2) require MMSD
to sell or lease any or all MMSD assets and facilities, subject to PSC review and several
conditions; (3) authorize the dlssoiunon of MMSD, sub;cct to PSC review and approval; (4)
require MMSD to refuad %:o Milwaukee County: resuients any. excess reserves that may be:held

by MMSD; and (5) requzrc the PSC to study the hksly effects of any. sale’ or lease of MMSD -

assets on the rates charged for sewerage service in the dxstnct.

SB 614 was recommended for passage by the. Scnate Committee on Environment and
Energy on March 18, 1996, by a vote of 3-2. ch amendmcnts were also recommended for
adoption. The vote on each amendment was 3-2, with the exccptmn of Senate Amendment 2 and
Senate Amendment 1 to Senate Amendment 2, which were both adopted by a vote of 5-0,

The following section provides a summary of the provisions of the bill that affect the
Public Service Commission. Next is a section that summarizes other provisions that affect the
Milwaukee Metropolitan Sewerage District. Following that is a summary of the amendments that
have been offered to the bill. The last section deals with the bill’s fiscal effect.



SUMMARY OF PSC PROVISIONS OF THE BILL

Milwaukee Metropolitan Sewerage District (MMSD) Made Subject to Regulation and
Supervision by the Public Service Commission (PSC)

Senate Bill 614 would newly define the MMSD as a "regulated district” and would
specifically grant authority to the PSC to supervise and regulate such a district in the same
manner as a public utility and to do all things necessary and convenient to carry out that new
jurisdiction. Under current law, PSC regulation of the MMSD is largely limited to the review
authority granted under s. 66.912(5) of the statutes. Under this provision, complaints may be
made to the PSC as follows: (1) for any MMSD user, a complaint that the District’s charges,
rules and practices are unreasonable or_unjustly discriminatory according to certain statutory
criteria; or (2) from any holder of MMSD debt, a complaint that the District’s charges are
inadequate. The PSC would have to investigate these complaints. If there appears to be
sufficient cause, the PSC could conduct a public hearing into the complaint. After any hearing,
if the PSC determined that the charges, rules or practices of the District are unreasonable or
unjustly discriminatory, the PSC could issue an order modifying the charges, rules or practices,
including the ordering of a refund.

Under the bill, PSC supervision of the MMSD would be achieved by inserting a reference
to the new term "regulated district” throughout Chapter 196 of the statutes ["Regulation of Public
Utilities"] wherever there is a current statutory reference to "public utility." Attachment 1 to this
memorandum enumerates the individual statutory sections under Ch. 196 of the statute where this
treatment has been incorporated. Also, the bill would include, where required, references to the
commissioners, executive director, officer, employes or agents of the District as being subject to
the actions, orders and regulations of the PSC.

The principal conseqixcnc_és of subjecting MMSD to PSC supervision as a regulated district
would be the following: R g ‘

« MMSD would be required to provide adequate service and facilities and the charges for
such would have to be reasonable and just. The PSC would be authorized to hear complaints
regarding MMSD charges, rules and practices and to resolve such matters in accordance with the
same procedures used for resolving complaints against public utilities generally.

« MMSD would have to file schedules with the PSC showing the rates, tolls and charges
used in the provision of services. Changes to the schedules could not occur except pursuant to
the PSC’s normal rate review process.

« The PSC would be authorized to establish service classifications for the MMSD and
prescribe suitable and convenient standard commercial units for the products and services
provided by the District.
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« MMSD would be required to keep its books and records in a manner consistent with the
uniform system of accounts for public utilities.

» The PSC would be generally authorized to obtain any information from MMSD necessary
for the Commission to perform its regulatory and supervisory duties. This authority would
include any necessary inspection of books and records by the PSC and any examination under
oath of any MMSD officers or employes that would be required.

» The PSC would be authorized to investigate any violations of ch. 196 relating to regulated
districts and to report any such violations to the Attorney General or the District Attorney of the
proper county for enforcement and punishment,

« MMSD would be required to file annual reports with the PSC, containing such
information as: dcprecxatzon salaries and wages of employes; legal expenses; taxes and rentals;
the quantity and value of eqmpment used; receipts from various residuals, by-products, services
and sales; total and net costs; gross and net profit; dividend and ‘interest payments; and the
amount of surpluses and reserves.

« MMSD would be required to file estimates of the annual rate of depreciation required for
its various classes of fixed capital, and these rates would be subject to PSC review and revision.

» The PSC would be authorized to establish rules and standards to ensure the accuracy of
ali meters and appliances used by the MMSD in the dehvery of services to customcrs

. MMSD cou}.d not - begm the constmctzcn; mstallanen or operanon of any new plant, o

equipment, property or facility except in compliance with any apphcable PSC order or rule.

» MMSD would be prohibited from dxssolvmg, reorganizing, acquiring stock in any public
utility, abandoning or discontinuing service, or selling, acquiring, leasing or rentmg its physical
plant or property without PSC approval .

+ The PSC wouid be authonzcd to make direct and remamder assessments of the MMSD
to recover the PSC’s costs of regulation of the District.

In providing for PSC jurisdiction over the MMSD, the bill would also revise certain PSC
authority with respect to oversight of the District, as described below.

Revised PSC Authority: Sale or Lease of Regulated District Assets. The bill would
grant the PSC specific new authority with respect to its jurisdiction over the sale or lease of
MMSD assets. Under this provision, the PSC could, on demand, inspect the books, accounts,
papers, records and memoranda of the MMSD and examine the District’s commissioners, agents
or employes under oath with respect to such assets. These actions could be undertaken for the
purpose of obtaining information bearing on: (1) the sale or lease of District assets; (2) whether
or not such an action would be in the best interests of the District’s ratepayers; and (3) ensuring
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that the Distict’s represented. employes who perform functions in. relation to the assets or
facilities to be leased or sold would continue to perform those functions after the lease or sale
until the earlier of the expuancn date of their next coilecnve bargaining contract or for two years
after the effective’ ciate of the blii ' :

If the PSC determmes that the Dasmct 5 connmssmners have not acted in the best interests
of the ratepayers in the selling or 1eas1ng of the District’s fa(:lhtles or assets, the PSC would be
authorized to appomt an individual to negotiate and enter into agreements for the sale or lease
of any or all of MMSD’s facilities or assets. The individual ‘appointed by the PSC would be
authorized to exercise on behalf of the District all powers of the District’s commissioners. The
District would be requued to pay all costs mcum:d by the mdmdisal appomted by the PSC.

Re‘vnsed PSC Authemy. .-Voluntary Dlssoiutwn. Thc bxll wouid supulatc that the MMSD
could not undergo vnluntary dissolution: unless both the’ PSC and the Depamnenz of Natural
Resources agree to such d;.ssolsnon Under current rcgulatory procedures applicable to pubhc
utilities,: the PSC alam: has the. authamy to consent ;e the voluntary dxssoluuon of a utility.

Rewsed PSC Authentm Consol;éatmn or Merger. The bill would provide that with the
consent and apngai of the PSC, but not otherwise, the MMSD could: (1) acquire the stock of
a public unhty or any part ofa pubhc ut:hty, or(2) sell, acqmre, lease or rent any District plant
of propcrty consumnng an. operatmg umt or: systcm

Revlsed PSC Aﬂthomy Excess R%erv&s Fu:xd. ’i’hc bill would direct the MMSD to
devclop and upon approval by the. PSC, xmplemcnt a plan to refund to Mﬁwaukce residents a

- portion of cmrent reservcs :hat are m excess ef prudenz reserve rcquucmcnts, as deterrmned by o

the PSC

Under the bill, the MMSD woald nut become fully sub;ect to PSC jurisdiction and
supervision in-certain: rcguiatoxy areas nntzl passagc of ertain transitional pcrxods These
prowsmns are desczzbed below S : . -

Transmonal Prtms:fms Constructmn.- Undar the general language cxtendmg PSC
junsdxctxon over the MMSD, the PSC would be granted the authority to require the submission
of plans, specxficaﬂons and the. esamated costs for the proposed construction, extension,
improvement or addition to any plant, equipment, property.or. facility of the MMSD. The PSC
could refuse to certify the: pm;act if it finds that the project would: (1) materially affect the public
interest; (2) substaaﬁaiiy impair the efficiency of the District’s service; 3 prcvzde facilities
unreasonably in excess of probable future requirements; or (4) add to the costs of service without
proportionately increasing. the valuc or available quantity of service (unless the District waived
consideration of those mcreased costs in the scttzng of rates)

Under the bill, thcse provisions would not apply to xhc MMSD beforc the first day of the

13th month beginning after the general effective date of the bill for any project with a total cost
of not more than $1,000,000. After that period, however, the above PSC approval provisions
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would not apply to any MMSD project unless the project exceeds a dollar amount that would be
established by the PSC by rule. The bill would require the PSC to submit the draft rules to the
Legislative Council staff no later than the first day of the 7th month following the general
effective date of the bill.

Transitional Provisions: Rate Filings and Schedules. Under the general language
extending PSC jurisdiction over the MMSD, the District would have to file schedules with the
PSC showing the rates, tolls and charges used in the provision of services. Changes to the
schedules could not occur except pursuant to the PSC’s normal rate review process.

Under the bill, the District would not be required to file its initial schedule of rates, tolls
and charges within the first 90 days following the general effective date of the bill. However,
no later than 90 days after the bill’s general effective date, the District would have to make its
initial rate filing. . The bill would specify that this initial filing would be treated as a change
constituting an increase in rates (and would therefore be subject to the PSC’s rate review
process). However, during the pendency of this initial filing, the rates that were in effect in the
District on the general effective date of the bill would continue to be in effect until the PSC
completes its review of the initial filing. The PSC would be required to complete its review of
the initial rate filing no later than 18 months after the initial filing.

Transition Provision: Uniform System of Accounts. The requirement that the MMSD
conform its books, forms and records to the uniform system of accounts for public utilities would
. first apply on the later of July 1, 1997, or the first day of the 13th month following publication
of Ihe bxil

Trans:tlonai Prov:sum' Pendmg Complamts. Undcr the bil, enactment of these new
regulatory provisions would not be deemed to divest the PSC of its responsibility over (or to
change the standards to be applied in) any complaint pending i)eforc the agency on the general
effective date of the bill.

PSC Study of the Eifects of the Sale or Lease of MMSD Assets. The bill would direct
the PSC to study the impact of the sale of MMSD’s assets on the rates charged for sewerage

services in the District. The PSC would be required to report its findings to the appropriate
standing committees of the Legislature, the MMSD and the Governor no later than June 30, 1998.

SUMMARY OF MMSD PROVISIONS OF THE BILL

Sale or Lease of MMSD Assets and Facilities
SB 614 would direct the MMSD Commission to sell or lease any or ail of MMSD’s assets

and facilities if the PSC determines that: (a) a lease or sale would be in the best interests of
MMSD’s ratepayers; and (b) under the terms of any lease or sale agreement, the employes of
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MMSD who cease to be employes of MMSD on the effective date of the lease or sale and who
are performing functions in relation to the assets or facilities that are leased or sold and who are
covered by a collective bargaining agreement under subchapter IV of chapter 111 of the statutes
which is in effect on the day before the effective date of the lease or sale, shall continue t0
perform the functions that they perform on the day before the effective date of the lease or sale,
after the lease or sale until the expiration date of the collective bargaining agreement that applies
to such employes or for two years following the effective date of the bill, whichever is sooner.
The PSC would be required to consent and approve of the sale, acquisition, lease or rent of any
MMSD plant or property constituting an operating unit or system.

The proceeds of any sale or lease of any or all of MMSD's assets or facilities to an entity
other than the state would be required to be distributed, in a manner approved by the PSC, to the
state and municipalities in proportion to the amounts paid by the state and municipalities for
capital costs since MMSD was reorganized on April 27, 1982, under the statutes.

Dissolution of MMSD

The bill would authorize MMSD’s Commission to dissolve MMSD if all of the following
conditions are met; (a) all of MMSD’s assets and facilities have been sold, following the PSC
making the required two determinations; (b) all of MMSD’s outstanding indebtedness has been
retired: (c) all bonds issued by MMSD have been paid off; and (d) the PSC and the Department
of Natural Resources (DNR) both consent to the dissolution.

Repeal of Unconstitutional Statutes

SB 614 would repeal ss. 66.898(4)(c) and 66.899 of the statutes, which relate to contract
sewerage service charges with respect to capital costs based on the value of the property in the
area to be served and to noncontractual sewerage service. The process by which these provisions
were enacted was found to be unconstitutional because they were passed in violation of Article
IV, Section 18 of the Wisconsin Constitution, which states that no Jocal bill may be passed by
the Legislature which embraces more than one subject. (Brookfield v. Milwaukee Sewerage, 144
Wis. 2d 896, 426 N.W. 2d 591 (1988))
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GENERAL EFFECTIVE DATE
The bill would take effect the later of July 1, 1996, or the day after publication.

SENATE AMENDMENT 1 [LRBa4458/1]

Senate Amendment 1 would clarify that the charges, rates, and fees of the MMSD would
be established by the PSC pursuant to its specific authority under ss. 196.03, 196.20 and 196.37.
These provisions are the statutes used by the PSC as the basis of its authority to issue rate orders.

SENATE AMENDMENT 2 [LRBa4459/2}, AS AMENDED BY SENATE AMENDMENT
1 TO SENATE AMENDMENT 2 {LRB&4486/1}

Senate Amcndmem 2, as amencicd by Scnatc Amcndmcnt 1 to SA 2 [LRBa4486/1], would
modify the general effective date of the bill to be the first day of the first month following the
issuance by the PSC of its final order in a pending MMSD complaint case [Docket 9308-SR-
102}, but no earlier than July 1, 1996, and no later than January 1, 1997.

SENATE AMENDMENT 3 [LRBaMﬂii]

| Scnate Amendment 3 would specxfy that the PSC‘s authonty to changc, amend or rescmd
orders applicable to MMSD rates, tolls, charg_es or schedules or applicable to any MMSD case
wa_z_x_ld first apply to Qrde_rs issued on the general effective date of the bill.

SENATE AMENDMENT 4 [LRBanfl]

Senate Amendment 4 would provzde that when the PSC considers whether a lease or sale
of MMSD assets would be in the best interests of the District’s ratepayers, the PSC would have
to consider whether the action meets all of the following conditions: (1) the action will provide
for a reasonably adequate supply of sewerage services to meet the needs of the public; (2) the
action is in the public interest when considering engineering, economic, health, safety, reliability,
efficiency and environmental factors and alternate methods of providing sewerage services; (3)
the action reasonably coordinated with long-range plans and policies of other agencies or that a
reasonable effort had been made to coordinate such plans and policies; and (4) the action will
abate combined sewer overflows to the extent necessary to comply with federal or state law.
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SENATE AMENDMENT 5 [LRBa4462/1]
Senate Amendment 5 would make the following changes to the bill:

« Sections 66.898(4)(a) and (b) of the statutes would be repealed and recreated. The
recreated language would be identical to the language originaily contained in Senate Bill 614.
The repeal and recreate action would be taken to remove any doubt that the current law
provisions are valid. The original enactment of these provisions had been challenged in court
and found unconstitutional since they constituted a local law impermissibly included in a more
general budget bill.

« Under the bill, the PSC would have authority over the MMSD with respect to the
issuance of securities by public service corporations under Ch. 184 of the statutes. The
amendment would establish that a regulated district (the MMSD) is a public service corporation
and that the MMSD could not issue any securities that confer any ownership interest in that
public service corporation. - *

« The MMSD when proposing user and service charges would be required to first
determine -its revenue requirements and to propose user and service charges that generate
sufficient revenues for debt service. Further, the amendment would clarify that it is the "revenue
requirements used to calculate” the proposed user and service charges that PSC would have to
presume were reasonable.

o+ If the MMSD uses a sinking fund basis for depreciation, the District would be subject
to the same restrictions and regulations in its accounting for the entire amount credited to the
depreciation reserve as are applicable to other utilities. '- .

« The amendment would delete the provisions in the bill which would authorize the PSC
to investigate whether MMSD’s rates should be modified because of changes in the cost of
energy. g

. The PSC’s review of MMSD's initial rate filing would be clarified as being under the
agency’s powers enumerated in ss. 196.03, 196.20 and 196.37 which provide authority for the
PSC to issue rate orders.

« The due date of the PSC’s study of the likely effects of any sale or lease of MMSD
assets on rates charged for sewage services would be changed from no later than June 30, 1998,
1o no later than six months after the initial filing of rates by the MMSD.

« The bill requirement that the MMSD refund a portion of current reserves that are in

excess of prudent reserve requirements would be modified to apply to customers of MMSD who
are residents of Milwaukee County rather than to all residents of Milwaukee County.
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+ A total of $488,300 PR would be appropriated to the PSC in 1996-97 and 5.0 PR
permanent and 1.0 PR project position would be authorized to enable the agency to implement
the provisions of Senate Bill 614,

FISCAL EFFECT
Public Service Commission Regulation
Bill

Senate Bill 614 would amend the PSC’s general administrative appropriation to allow the
PSC to collect direct and remainder assessments from the MMSD for its share of the agency’s
operating costs and to place the revenues received in this apprognanen account. The bill does
not increase the expenditure authonty in this apprognatmn or authorize any addmonai positions
in the PSC to mapiement the agency’s new regulatory responsx,b:hues with respect to the MMSD.

The PSC’s fiscal estimate indicates that regulation and superviszon of the MMSD would
result in considerable additional workload in the agency’s Division. of Water, Compliance and
Consumer Affairs. The agency estimates that it would be required to:

+ Provide oversight in the establishment of a uniform system of accounts and the

developmcnt of a continuing prcperty record for the MMSD;

. Undertake an mmal revmw of MMSD ratcs and schcdules commencmg 90 days aftcr the
general effective date ‘of the bill; o

» Develop rules to govern th:eshoids above whxch the PSC would be required to review
MMSD capital xmprevement requests, _

. Establxsh a prudcnt rescrve requzrcmcnt for thc MMSD as a prerequisite to the
development and implementation of a plan to refund Milwaukee County residents a portion of
current MMSD reserves; and

+ Study and report by June 30, 1998, the likely impact of the sale or lease of MMSD assets
on the rates charged for sewerage services.

The PSC estimates that these activities would require 5.0 permanent positions {engineer,
accountant, rate analyst, attorney and program assistant) and 1.0 two-year project position
(engineer) at a total for salaries and fringe benefits in 1996-97 of $273,500 PR. On-going
supplies and services and travel costs for the new staff are estimated at $32,000 PR in 1996-97
plus one-time start-up costs associated with computers, office furniture and telephone installation
charges of $82,800 PR in 1996-97. The PSC also indicates that it will require an additional
$50,000 PR in 1996-97 for increased intervenor financing associated with the regulation of the
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MMSD. The total funding and staffing requirements for 1996-97 identified by the PSC are
summarized below in Table 1.

TABLE 1

PSC Resource Requirements Associated with
the Regulation of the MMSD

(PR Funds)
1996-97 Costs
5.0 PR Permanent Positions $230.100
1.0 PR Project Position 43400
Supplies and Services 82,000
One-Time Start-up Costs 82,800
Intervenor Financing . 30,000
Total . $488,300

Senate Amendments

Senate Amendment 5 [LRBa4462/1] would appropriate $488,300 PR and authorize 6.0
positions for the regulation of MMSD as identified in the PSC fiscal estimate. As the
amendment is drafted, however, all of the funding is appropriated under the Commission’s s.

20.155(1)(g) 2ppropriation. Because the PSC intends that $50,000 PR of the funding provided.

in 1996-97 be used to support intervenor financing, a technical amendment to shift $50,000 PR
of the amounts provided under the amendment should be adopted to shift the monies to the
PSC’s intervenor financing appropriation [s. 20.155(1)(j) of the statutes].

Sériétﬁ_Aﬁ&eadrﬁent 2 [LRBad459/2], as amended by Senate Amendment 1 (LRBa4486/1), o

would _mo_é_if:yf;:_th_c_'. effective date of the bill to be the first day of the first month following the
issuance by the PSC of its final order in a pending MMSD complaint case [Docket 9308-SR-
102}, but no earlier than July 1, 1996, and no later than January 1, 1997. To the extent that the
effective date is substantially after July 1; 1996, it is unlikely that the PSC would fully expend
the amounts appropriated by Senatc Amendment 5. However, it is not possible to estimate
exactly when the PSC might issue its final order, thereby triggering the bill’s effective date.

MMSD Cost of Public Service Commission Regulation
The PSC fiscal estimate indicated that the cost of PSC regulation to MMSD and local
ratepayers is difficult to estimate. It is possible that MMSD would hire additional staff to work

on PSC regulation issues. The PSC fiscal estimate indicates that MMSD costs to hire consultants
to assist MMSD in developing an accounting system in conformance with the uniform systern
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Sale or Lease of MMSD Assets and Facilities or Dissolution of MMSD

Under the bill, the proceeds of any sale or lease of MMSD’s assets or facilities to an
entity other than the state would be required to be distributed, in a manner approved by the PSC,
to the state and municipalities in proportion to the amounts paid by the state and municipalities
for capital costs since MMSD was reorganized on April 27, 1982. The bill does not specify how
the distribution shali be calculated,

MMSD has received state and federal water pollution abatement grants totalling over $1
billion, including approximately: (a) $400 million from the Wisconsin Fund; (b) $200 million
from the state combined sewer overflow program; and (c) $486 million from the U.S.
Environmental Protection Agency. Federal law would allow repayment of the state grants before
repayment of the federal grants. MMSD has also received state clean water fund loans with a

remaining principal balance of approximately $185 million.

State and federal financial assistance has generally been provided based on a 20-year
design life of the funded facility. Facilities funded in the early 1980s may not have substantial
value compared to the original grant amount, More recent grants would retain a greater level of
value. The bill does not specify what proportion of the grant amount would need to be repaid.

DNR requires that recipients obtain DNR approval before selling wastewater treatment

works funded with grants. or loans.” DNR officials indicate that past sales have been approved |

legal issues concerning the use of state debt and the proceeds from tax-exempt general obligation
and revenue bonds. While state officials are still reviewing the bill, it is probable that, absent
other program requircmgnts,_r'epayments of grants made with GPR or from general obligation
bond proceeds would be deposited in the general fund. -

Clean water fund loans to MMSD have been made with a combination of: (a) revenue
bonds (61%) which required GPR subsidy for low-interest loans and credit reserves; and (b)
federal funds (39%). DOA officials indicate that, due to federal restrictions, repayments of
revenue bond loans would have to either be reloaned within 90 days or invested at a restricted
yield until the underlying bonds could be called or redeemed.

be directly affected by the provision.  That is, although state costs to issue revenue bonds and
the associated general obligation bond subsidy could be reduced in the short-term, municipalities
are expected to be fully funded under current law except for financial hardship projects, which
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are statutorily limited. Further, hardship grants could not be provided with revenue bond or
federal loan proceeds repaid under the bill.

MMSD loans comprise approximately 30% of the clean water fund revenue bond
portfolio. MMSD has a higher credit rating (AA by Standards and Poor’s) than some other
municipalities in the portfolio. DOA officials indicate that if the MMSD loans were not in the
revenue bond portfolio, the program may have to provide greater reserves (with general
obligation bond proceeds) in order to maintain the AA rating on the clean water fund revenue

bonds.

Prepared by: Kendra Bonderud and Tony. Mason

Attachment
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ATTACHMENT 1

Chapter 196 Sections Affected by SB 614
to Provide that a "Regulated District," Including the MMSD,
be Treated Like a Public Utility

—-

Chapter 196
Section
Amended by Chapter 196 Section Title
SB 614
8. 196,02 Commission’s powers,
5. 196.03 Utility charges and service; reasonable and adequate.
§. 19605 Pub}ic utility pfopertyi valuation; revaluation.
. 196.06 Uniform accounting; forms; books; office.
s. 196.07 Balance sheet filed annually.
5. 196.09 Depreciation rates and practices; findings by commission; dividends from reserves; retirements.
8. 196.10 Construction; accounting.
. 196.11 Profit sharing and sliding scales.
. 196.12 Report by pubhc utilities; items.
19613 | Commission’s report
. 196.14 Pubizc record excepuan
. 196,15 . Units of pmduct or service.
. 196.16 Standard measuremnm accurate apphances
. 196.17 . Tests of meters; faes
. 196,171 Exauﬁnation of mgtcrs. pipes, fittings, wires and works; entering buildings for.
. 196.18 Entry upon premises.
. 196.19 Publish schedules; regulations; files; joint rates.
. 196,20 Rules on service; changes in rates.
. 196.21 Publicity of revised schedules.
. 196.22 Discrimination forbidden.
. 196.24 Agents of commission; powers.
. 196.25 Questionnaires.
. 196.26 Complaint by consumers; hearing; notice; order; costs.
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Chapter 196

Section

Amended by Chapter 196 Section Title
SB 614

. 196.28 Summary investigations.

. 196.30 Utilities may complain.

. 196,31 Intervenor finanbing. _

. 196.37 Lawful rates; reasonable service,

. 196,39 Change, amendment and recision of orders; reopenmg cases,

. 196.44 Law enforcement, R o _

. 196.49 Authmzatxon fmm t:ommwswn befure transactxng busmess, extenswns and unpravements 0 be
o approved;. enforcement of orders, naturai gas. :

. 196.525 Loans to officers or directors and loans to investments in securities of holding companies; penalty.

. 196.58 Mumcxpahty to regulate utilities; appeal.

. 196.60 " Dzscnmmauon prohibited; penaiiy. '

. 196.604 Rebates, concessions and discriminations unlawful.

. 196.61 Facilities in exchangae for compeasaaon pmhzbzted.

.8 196,635 Unbxlled unhty service. .
s 19658 | Public wilives, tabifity for meble damages.

. 196.643 Owner responsibility for service to renta§ dweihng unit,

. 196.645 Rate changes. S |

. 196. 65 Penalacs relauag to mfcmaaon and. recurds

. 196.66 General forfeiture provisions, 1

. 196,68 Municipa.l officers, malfeasance.

. 196,69 Interference with commission’s equipment.

. 196.70 Temporary alteraam or suspmssm of rates.

. 196.72 Accidents; public utility report; mvesugalmn

H . 196,79 Reergamzauon subject to commission appmvai
. 196.81 Abandonment; commission approval requireé.
. 196.85 Payment of commission's expenditures by utilities.
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WisCONSIN LEGISLATIVE COUNCIL STAFF MEMORANDUM

One East Main Street, Suite 401; P.O. Box 2536; Madison, WI 537012536
Telephone (608) 2661304
Fax (608) 266-3830

DATE: March 18, 1996

TO: MEMBERS OF THE SENATE COMMITTEE ON ENVIRONMENT AND
: ENERGY R

FROM: John Stoizenberg, Staff Sc:entist

SUBIJECT: Surnmary of 1995 Senate Bill 614, Reiatmg to Regulation of the Milwaukee
Metropolitan Sewerage District, as Recommended by the Senate Committee on
Environment and Energy

A. INTRODUCTION

.- This memorandum _prepared at the request .of Senator Robert Cowles, Chairperson of

yoﬁr Commzttee, prov1des a summary. of 1995 Senate: lei 614, as amended and. reconunended;;.-__;- -

for passage by the Senate Committee on ‘Environment and Energy on March 18, 1996, 1995
Senate Bill 614 relates to regulation and supervision by the Public Service Commission (PSC) of
the Milwaukee: Metropohtan Sewerage District (MMSD), the sale or lease of the MMSD’s

assets, authorizing the dissolution of the MMSD, -distribution of excess reserves of the MMSD e

grammg mieﬂmakmg author;ty, makmg an approprzauon and providing penaltzes

“The Cemimttee adopted Senate Amendments 1, 2 (as amended by Senate Amendment 1o

to Senate Amendment 2), 3, 4 and 5 to Senate Bill 614 The Senate Bill and these Amendmerits
are summarized below.

B. 1995 SENATE BILL 614

The major provisions in Senate Bill 614 do the following:
1. Public Service Commission Regulation and Supervisio

a._Jurisdiction Over “Reg'ﬁlaged Districts”

Under current law, the MMSD s Commission has the general duty to project, plan,
design, construct, maintain and operate a-sewerage system for the collection, transmission and




disposal of all sewage and drainage of its service area, subject to ss. 66.88 to 66.918 [s. 66.89
(1), Stats.]. The Commission has a number of specific powers and duties specified in its specific
enabling law [ss. 66.88 to 66.918, Stats.], and other statutes which enable it to fulfill this general
duty, including the authority to issue bonds and notes; acquire property; construct, operate and
maintain its facilities and set rates and charges for its services. The PSC is currently only
involved in the regulation of the MMSD in response to complaints to the PSC by a user of the
MMSD’s services under s. 66,076 (9) or 66.912 (5), Stats.

Senate Bill 614 establishes that for purposes of the state’s general public utility law, ch.
196, Stats., a “regulated district” shall be a metropolitan sewerage district created under s.
66.882, Stats. Presently, the MMSD is the only metropolitan sewerage district that is a regulated
district. Thus, this memorandum will use “regulated district” and the MMSD interchangeably.

The Bill also amends many of the provisions in ch. 196, Stats., to subject a regulated
district, and, thus the MMSD, to most of the same regulations and PSC supervision as public
utilities are subject to under ch. 196, Stats. The attachment to this memorandum identifies the
specific sections in ch. 196, Stats., which the Bill amends to provide for this parallel regulation.
These regulations include the PSC’s duty to approve a regulated district’s rates and charges;
approve the construction by a regulated district of its physical plant; require a uniform system of
accounts; approve terms of service offerings, including service extensions; review complaints on
rates, rules and practices; and approve reorganizations, consolidations and mergers.

Consistent with these changes in the regulation by the PSC of the MMSD, Senate Bill
614 amends municipal law to do all of the following:

(1) Delete -the MMSD’s authority to set sewerage system service charges under the
general law applicable to municipalities and ‘other metropolitan sewerage districts [s. 66.076,:
Stats.].

(2) Convert the authority of the MMSD to establish charges under various provisions in
the MMSD’s specific enabling law to establish proposed charges which are then subject to
review and approval by the PSC. The Bill requires the MMSD to file its initial schedule of rates,
tolls and charges with the PSC 90 days after the Bill’s general effective date. The Bill esta-
blishes that: (a) this initial filing shall be treated as a rate increase under ss. 196.20 and 196.39,
Stats.; (b) the MMSD’s rates in effect on the Bill’s general effective date continue in effect until
the PSC completes its review of the initial filing; and (c) the PSC must complete its review of
the initial filing within 18 months after the Bill’s general effective date [SEC. 145 (O]

(3) Establish that other specified powers and duties of the MMSD under its specific
enabling law, including the authority to acquire property; plan, construct, operate and maintain
facilities; enter into contracts; borrow money and issue bonds are subject to any approval by the
PSC required under ch. 196, Stats.

(4) Delete the authority of users of MMSD’s service to complain to the PSC about the
MMSD’s rates, rules and practices under s. 66.076 (9) or 66.912 (5), Stats.



b. Effects on Pending Complaints

Senate Bill 614 establishes that, if enacted, it does not divest the PSC over, or change the
standards to be applied in, any complaint pending with the PSC on the effective date of this
provision [SEC. 145 (3)].

le or Lease MMSD’s Assets and Facilities
a. Reguiremen

Senate Bill 614 directs the MMSD’s Commission to lease or sell, subject to the PSC’s
consent and approval described below, any or all of the MMSD’s assets and facilities if the PSC
determmes that ail of f:he followmg apply

(1) A lease or saie wﬂ} be n thc best mterests af the MMSLD’S ratepayers

{2) Under the terms of any lease or saie agreement the empioyes of the MMSD who:

(a) cease to be employes of the MMSD on' the effective date of the lease or sale; (b) are
performing functions in relation to the assets or facilities that are leased or sold; and (c) are
covered by a collective bargaining agreement under subch. IV of ch. 111, which is in effect on
the day before the effective date of the lease or sale, shall continue to perform the functions that
they perform on the day before the effective date of the lease or sale, after the lease or sale until
the expiration date of the collective bargaining agreement that apphcs to these employes, or for
two years following the effective date of this provision, whichever is sooner [proposed s. 66.891
(1) Stats}

property constituting an operating unit or system with the PSC’s consent and a;)provai [proposed
s. 196.80 (1s) (e), Stats.]. The PSC’s consent and approval must be given in the specified
process upon the PSC finding that ‘the pr{)posed action is’ consistent with the public interest
[pmposed amendment of 5. 196.80 (3); Stats.]. The Bﬂl also authorizes the PSC to mspect the
beoks, accounts and recerds of the WSD ‘and examine, under oath, any MMSD commissioner,
employe or agent in order to ‘obtain: information bearing upon the two PSC’ determinations
identified above [proposed s. 196.02 (13), Stats.].

b, Aggaigtmmt of a Master

If the PSC makes the two determinations specified in the preceding section, relating to
the lease or sale of any or all of the MMSD’s assets and facilities and if the PSC believes that the
MMSD’s Commission has not acted in the best interests of the MMSD’s ratepayers in selling or
leasing the MMSD’s assets and facilities, the PSC may appoint an individual to negotiate and
enter into agreements for the sale or lease of any or all of the MMSD'’s assets and facilities. This
individual may exercise, on behalf of the MMSD, the powers given the MMSD’s Commission
relating to the acquisition of property and the authority to enter into contracts under ss. 66.90 (1)
and 66.904 (1), Stats. The MMSD must pay all costs incurred by the individual in the perfor-
mance of his or her duties under this provision [proposed s. 196.02 (13), Stats.].

Under Senate Blii 614 the MMSD may sell acquzre, I&ase or rent any of 1ts plant or e



fon eeds

The Bill establishes that the proceeds of any sale or lease of part or all of the MMSD’s
assets or facilities to an entity other than the state must be distributed, in a manner approved by
the PSC, to the state and municipalities in proportion to the amounts paid by the state and
municipalities for the MMSD’s capital costs, since the MMSD was reorganized on April 27,
1982 under s. 66.882 (1) (b), Stats. [proposed s. 66.891 (3), Stats.].

d._PSC Study

" Senate Bill 614 directs the PSC to study the likely effects of any sale or lease of the
assets of the MMSD on the rates charged for sewerage services in the MMSD. No later than
June 30, 1998, the PSC must report the results of this study to the Legislature, under s. 13.172
(2), Stats the MMSD and the Govemor [SEC 145 (4)]. _

The Bill authorizes the MMSD’s Commission to dissolve the MMSD if all of the follow- |
ing conditions are met:

a. All of the MMSD’s outstanding indebtedness has been retired and all bonds issued
by the MMSD have been paid off.

b. All of the MMSD’s assets and facilities have been sold, following the PSC making
__thc two éetermmatwns specaﬁed in Scctwn B,2,a, above

Both the Depaﬁment of Namral Resources and the PSC consent to the dissoiuuon'_*.ﬁ._i_:'_" :

[pmposed s. 66.891 (2).and proposed amendment to s. 196.78, Stats.].

_Rm:'E sRerv

The Bﬂl dlrects the MMSD s Commission to develop and, upon approval by the PSC, |

1mp1ement a: pian to refund to Milwaukee Ceunty residents that portion of current reserves that

are being held by the MMSD and that are in excess of prudent reserve requirements, as deter-
mined by the PSC [SEC. 145 (3)].

5. _Acquisiti lic Utility Si
With the consent and approval of the PSC, the Bill establishes that the MMSD may
acquire the stock of a public utility or any part thereof [proposed s. 196.80 (1s) (b), Stats.].

6. Repeal of Unconstitutional Statutes

Senate Bill 614 repeals ss. 66.898 (4) (c) and 66.899, Stats., relating to contract sewerage
service charges with respect to capital costs based on the value of the property in the area to be
served and to noncontractual sewerage service. The process by which these provisions were



enacted was found to be unconstitutional in Brookfield v. Milw. Sewerage, 144 Wis. 2d 896, 426
N.W. 2d 591 (1988), because they were passed in violation of art. IV, s. 18, Wis. Const.
SECTION 18 establishes that no local bill may be passed by the Legislature which embraces
more than one subject.

7. _Appropriation

The Bill amends the PSC’s appropriation in s. 20.155 (1) {g), Stats., to authorize monies
appropriated under this paragraph to be used for the regulation of the MMSD in addition to the
regulation of utilities. The Bill does not alter the amount in the schedule under s. 20.005, Stats.,
for this appropriation. :

8. Eﬁeg{zve Da{g

In general ‘Senate Bill 614 takcs eﬁ‘ect on July 1 1996 or on the day aﬁer pubkcation
whichever is later.

C. SENATE AMENDMENT 1 (LRBa4458/1)

In amending s. 66.91 (5) (c) 2., Stats., Sepate Bill 614 stated that: “All charges, rates and
fees [of the MMSD] shall be established by the public service commission.” The Amendment
establishes that these charges, rates and fees shall be established under ss. 196.03, 196.20 and
196.37, Stats. The PSC cites these three sections in its public utility rate orders as its authority
to issue these orders. The effect of the Amendment is to ensure that MMSD’s charges, rates and
fees . will be established under the pmcesses and ‘standards apphz:able to pubhc utiht;es rate_..

““increases and decreases, which are set forth'in: these: sectlons

AMEQQMEN T 2 [,LEQ ééﬁédl

The generai effecuve date of Senate Bﬂ} 614 is Iuly 1 }996 oron the day aﬁer pubhca—
tion, whichever is later. {See SEC. 146 (intro.).} The Amendment changes this general effective
date to be the first day of the first month beginning after the PSC issues a final order in the
current complaint proceeding, Investigation of Complaint Concerning the Rates and Practices of
the Milwaukee Metropolitan Sewerage District, Docket No. 9308-SR-102, but not earlier than
July 1, 1996 or on November 1, 1996, whichever is earlier. Senate Amendment 1 to Senate
Amendment 2 changes the November 1, 1996 date in this effective date clause to January 1,
1997.

Senate Amendment 2 also changes the effective date for the repeal and recreation of s.
196.442, Stats., from October 1, 1996 to November 1, 1996. Senate Amendment 1 to Senate
Amendment 2 establishes that this repeal and recreation takes effect on October 1, 1996 or on
the general effective date of the Act, described above, whichever is later. This treatment of s.
196.44 (2), Stats., is intended to harmonize the repeal and recreation of this section by Senate
Bill 614 with the existing delayed treatment of s. 196.44 (2) by 1993 Wisconsin Act 496 which
is effective October 1, 1996. '



o ing sewerage services.

E. SENATE AMENDMENT ad460/1

Currently, s. 196.39, Stats authonzes the PSC, at any time, on its own motion or upon
the motion of an interested party, following the specified procedure, to: (1) rescind, alter, or
amend any order ﬁxmg rates, tolls, charges or schedules or any other order made by the PSC; or
(2) reopen any case follomng the issuance of an order in the case for any reason. Senate Bill
614 applies this section to the MMSD by: establishing that the required notice must be sent to the
affected public utility or the MMSD. The Amendment establishes that this treatment of s.
196.39, Stats., first applies . to PSC erders 1ssued on the effective date of this provision, the
general effective date of Senate Bill 614.

E SENATE AMENBMENT Q {LRBa4461512

Senate Bﬂl 614 dxrects ihe MMSD S Comzmsswn te 1ease or seli subject to the PSC’s -
consent and, approval described in:Section B, 2, a, in. this memorandum, any or all of the
MMSB s assets and facxlmes, if: the PSC deter:mnes, among ¢ other thlngs, that the: 1ease or sale _
will be in the best interest of the MMSD’s ratepayers “The Amendment establishes the following’
four conditions that the PSC must consider in examining whether the lease or sale will be in the
best interest Qf t_h_e MM_SB_ s rat@paycgs_

1. The lease or sale will prevzde for a reasonably adequate supply of sewerage services
to meet the needs of the pubhc -

2. The lease or sale is in the pnbhc interest when considering engineering, economic,
-health, safety, rchablhty, efﬂmency and enwronmentai far,ters and aiternate methnds of pmwd—_ -

3. The lease or sale reasonabiy coerdznateé wrth longﬂrange plans and pohcles of other
agem:les or that a reasonable effert has been made to ceer&mate thh such pians and policies.

-4 The 1ease or. sale wzll abate combme,d sewer everﬂows to the extent necessary to_;__"-'.
compiy wnh federai or. state iaw ' : : _

G. SENATE AMENDMENT 5 (L£§A4462¢{1 2
Senate Amendment 5 to 1995 Senate Bill 614 makes the following changes:

1. Senate Bill 614 amends s. 66.898 (4) (a) and (b), Stats. The Amendment repeals-and
recreates these two paragraphs with the recreated language being the same as the language
resulting from the amendments in Senate Bill 614. The treatment of these amendments through
repeal and recreation, rather than amendment, is intended to remove any cloud over the constitu-
tionality of the process used to angmaliy create s. 66.898 (4) (a) and (b), Stats. These provisions.
were enacted as parts of biennial budget laws as were ss. 66.898 (4) (c) and 66.899. As noted
above in Section B, 6, the process by which these latter prowswns were enacted was found to be
unconstitutional. Thus, this treatment in the Amendment is intended to remove any future
constitutional challenge to s. 66.898 (4) (a) and (b) on the grounds that they were passed in
violation of art. IV, s. 18, Wis. Const. [Amendment Items 1 to 3.]




2. SECTION 19 in Senate Bill 614 establishes that, subject to ch. 196, Stats., the
MMSD may borrow money and issue and execute bonds, notes and other forms of indebtedness.
The Amendment establishes that the PSC’s supervision under this provision will be not only
under ch. 196, but also under ch. 184, Stats. Chapter 184, Stats., relates to securities of public
service corporations. Currently, “public service corporation” includes every corporation, except
a municipality or other public political subdivision, which is a public utility as defined in s.
196.01, e.g., investor-owned public utilities. [Amendment Items 4 and 8.]

3. Under current law, user charges and service charges established by the MMSD under
s. 66.076 or 66.91 (5), Stats., to comply with any bond covenant, shall be presumed reasonable
in any review of the charges by the PSC under s. 66.912 (5) [see 5. 66.91 (1) (g), Stats.]. Senate
Bill 614 amends par. (g) to establish that user charges and service charges proposed by the
MMSD under ss. 66.91 (5) to comply with any bond covenant shall be presumed reasonable by
'the PSCin estabhshmg these- charges The Amendment “(a) directs the MMSD, in proposing -
user and service charges under s. 66.91 (5), to first determine its revenue requlremcnt and to
propose user and service charges expected to generate that amount of revenue; and (b) esta-
blishes that revenue requirements used to calculate the user and service charges to comply with
any bond covenant shall be presumed reasonable by the PSC. Neither Senate Bill 614 nor
Senate Amendment 5 applies to any tax levied by the MMSD under s. 66.91 (6), Stats., but both
apply to service charges under s. 66.91 (5), as affected by Senate Bill 614 and amendments to it,
which are based upon an amount equivalent to a tax based on the value of the property served.
[Amendment Items 5 to 7.]

4. Currently, s. 196.09 (7), Stats., authorizes a public utility to account for depreciation
under s. 196.09, Stats., on a sinking fund basis under the conditions and procedures specified in

© sub. (7). Senate Bill 614 apphes 5.196.09.(7) to the MMSD. The Amendment establishes that,*’-’:‘-fﬁ:’ -

" if the MMSD uses a sinking fund basis for depreciation, the MMSD shall be subject to the same - o

restrictions and regulations in its accounting for the entire amount to be credited to its depreci-
ation reserve as are applicable to public utilities which account for de@recxatxon by other
methods under S. 196 09 (7) [Amendment Item 9]

5. Senate Bali 614 apphes s. 196.645, Stats., relating to rate changes due to a change in

the. cost of an energy, commodity or service to the MMSD. The Amendment deletes this o

applicability. [Amendment Item 10.]

6. Senate Bill 614 directs the MMSD to file with the PSC 90 days after the general
effective date of the Bill its initial schedule of rates, tolls and charges. The Bill establishes in
SEC. 145 (1) (b) that this initial filing shall be treated as a change constituting an increase in
rates under ss. 196.20 and 196.39, Stats., as affected by the Bill. The Amendment deletes the
references to ss. 196.20 and 196.39 and substitutes ss. 196.03, 196.20 and 196.37. These latter
three sections are the sections that the PSC cites in its public utility rate orders as its authority to
issue these orders. [Amendment Item 11.]

7. Senate Bill 614 directs the PSC to study the likely effects of any sale or lease of the
assets of the MMSD on the rates charged for sewage services by the MMSD and to submit this
report no later that June 30, 1998 to the Legislature, the MMSD and the Governor. [See SEC.
145 (4).] The Amendment changes the due date for this study to be no later than six months
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after the PSC completes its review of the initial schedule of rates filed by the MMSD under
SEC. 145 (1) (b). [Amendment Item 12.]

8. Senate Bill 614 directs the MMSD to develop and, upon approval of the PSC,
implement a plan to refund to “Milwaukee County residents” that portion of current reserves that
are being held by the MMSD that are in excess of prudent reserve requirements, as determined
by the PSC. The Amendment directs that this refund must be provided to “customers of the
MMSD who are residents of Milwaukee County.” [Amendment [tem 13.]

9. The Amendment authorizes an increase of 1.0 PR project position at the PSC to
support its regulatory responsibilities associated with the MMSD for the period beginning on
July 1, 1996 and ending on June 30, 1998 and appropriates $43,400 for fiscal year 1996-97 to
fund this position. The Amendment also increases the authorized FTE positions at the PSC by
5.0 PR pesmons to support the PSC’s. regulatory responﬁblhtzes associated ‘with the MMSD.
For fiscal year 1996-97, the Amendment appropriates $230,100 to fund these permanent posi-
tions and an additional $214,800 for the ‘purpose of" performmg the PSC’s regulatory
responsx‘mlmes associated with the MMSD. [Amendment Item 14.]

If you would like any further information on 1995 Senate Bill 614 or Amendments to
this Bill, please feel free to contact me at the Legislative Council Staff offices.

JES:ksm:lah;rjl;lah

Attachment




ATTACHMENT

Chapter 196 Sections Amended by 1995 Senate Bill 614,

as Affected by Senate Amendment 5 to Senate Bill 614,
to Treat a “Regulated District,” Including the MMSD,
Like a Public Utility
CHAPTER 196 SECTION
AMENDED BY SENATE SECTION TITLE
BILL 614
s. 19602 . Comumnission’s powers.
|s. 196.03 " R - {Utility charges and service; reascnabie and adequate
s 19605 | Public utility property; valuation; revaluation. B
5.196:06 . -} Uniform accounting; forms; books; office.
s. 196.07 Balance sheet filed annually.
s. 196.09 Depreciation rates and practices; findings by commission; div-
_ ~ lidends from reserves; retirements.
s. 196.10 Construction; accounting.
s. 196.11 Profit sharing and sliding scales.
1s.196.12. Report by public. utilmes, items.
s 19613 o |Commission’steport.
s 19614 'Pubhc tecord exceptwn o
5. 196,15 Units of product or service.
Is. 1'96'-‘156 ... -.|Standard measurements ‘accurate apphances
48196170 - - | Tests of meters; fees. _ i |
_S__;_j_l% 171 o _'___Exammatmn of me_ters plpes fittings, wires and works; enter- - |
ing buildings for.
s. 196.18 Entry upon premises.
s. 196.19 ‘Publish schedules; regulations; files; joint rates.
s. 196.20 Rules on service; changes in rates.
s. 196.21 Publicity of revised scheduies.
5. 196.22 Discrimination forbidden.
s. 196.24 Agents of commission; pOWers.
s. 196.25 Questionnaires.
s. 196.26 Complaint by consumers; hearing; notice; order; costs.
s. 196.28 Summary investigations.
s. 196.30 Utilities may complain.




CHAPTER 196 SECTION
AMENDED BY SENATE SECTION TITLE
BILL 614

s. 196.31 Intervenor financing.

s. 196.37 Lawful rates; reasonable service.

s. 196.39 Change, amendment and rescission of orders; reopening cases.

s. 196.44 Law enforcement.

s. 196.49 Authorization from commission before fransacting business;
extensions and improvements to be approved; enforcement of
orders; natural gas.

s. 196.525 Loans to officers or-directors and loans to investments in secu-

- rities of holding companies; penalty.

5. 196.58 Municipality to regulate utilities; appeal.

5. 196.60 Discrimination prohibited; penalty. '

s. 196.604 Rebates, concessions and discriminations unlawful.

s. 196.61 Facilities in exchange for compensation prohibited.

s. 196.635 Unbilied utility service.

s. 196.64 Public utilities, liability for treble damages.

s. 196.643 Owner responsibility for service to rental dwelling unit.

{s.196.65 | Penalties relating to information and records.

5. 196.66 | General forfeiture provisions. '

s. 196.68 Municipal officers, maifeasance.

s. 196.69 Interference with commission’s equipment.

s.196.70 Temporary alteration or suspension of rates. -

s. 196.72 Accidents; public utility report; investigation.

s. 196.79 Reorganization. subject to commission approval.

s. 196.81 Abandonment; commission approval required.

s. 196.85 Payment of commission’s expenditures by utilities.

'The amendment of s. 196.643, Stats., by Senate Bill 614 is deleted by Senate Amendment 5 to
Senate Bill 614.
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Scott alker

Wanwatosa's Representative in the Wisconsin State Assembly

TESTIMONY ON SENATE BILL 614

For further information, contact:
Scott Walker (608) 266-9180

Please allow me Lo state my concerns regarding Senate Bill 614. I
am unable to make specific comments on the bill’s language since a
copy of SB 614 was not yet available to me in my bill files.
Therefore, my comments will be general.

Public Service Commission oversight of the Milwaukee Metropolitan
Sewerage District (MMSD) is highly premature until a settlement is
reached between MMSD and communities with past due charges. I will
not attempt to argue for or against PSC oversight, but rather
against making any changes to the system until MMSD and FLOW have
come to an agreement. For communities like Wauwatosa that have
paid in full, acting on this bill would be like changing the rules
in the middle of the game.

It is highly impractical to attempt to make these changes at this
time. Further down the road, perhaps evaluating the system could
prove beneficial to all customers of MMSD, but that should not take
place until an agreement is reached with those who have not paid
their bills.

I urge you not to act on this legislation. Moving on this bill
does nothing more than prolong the battle. Closure will only come
when the communities owing past due charges recognize the need to
settle.

PO, Box 8953, State Capitol, Madison, WI 537088953 « (608) 266-9180 « Message Hotine: 800-362-WISC (9472)
2334 N. 73rd Suwect, Wauwatosa, Wi 53213 « (414) 2581086

é‘&? Printed on recycled paper with soy based ink.




Milwaukee Metropolitan Sewerage District
260 West Seeboth Street Milwaukee, Wisconsin 53201-3049

Office of the Executive Director
414-225-2088

October 30, 1996

Representative Marc C. Duff
District 98

Post Office Box 8952
Madison, W1 53708

Dear Representative Duff

After 13 years of regional strife, both sides of the Sewer Wars dispute recently reached an agreement
to end the conflict. . Given all the activity during the past legislative session, I wanted to take the

opportunity 'tc_; brief you on the final resolution of this dispute. -

As you may know, in September the Public Service Commission issued its ruling on a complaint filed
by the FLOW communities. The PSC ruled that the Milwaukee Metropolitan Sewerage District acted
lawfully when it assessed charges for infrastructure improvements on the basis of property value. The
PSC further ruled that MMSD did not mislead the FLOW communities, as the FLOW complaint
contended. In addition, the PSC also determined the method MMSD could use to calculate the
interest owed by the communities,

After the PSC decision, both sides met in a series of negotiation sessions that proved to be
increasingly productive. A compromise was reached that put an end to the Sewer Wars dispute.
Under the agreement, a lump sum of $140,670,491 will be paid by the FLOW communities to MMSD
by December 30, 1996. This amount represents a reduction of approximately $11 million that
MMSD will forego in the interest of settling this dispute.

As a result of this settlement, Milwaukee County property taxpayers will see their sewer property
taxes reduced from $2.65 per $1,000 in equalized value in 1996 to $1.70 per $1,000 in 1997, The
owners of a $100,000 home in Milwaukee County will see a $95 reduction in their 1997 property tax
bill because of this decrease.

Residents of the FLOW communities will save even more. Because of a PSC determination on how
to assess flood control costs, the FLOW communities will receive a credit for MMSD's watercourse
expenditures. . The tax rate in all the FLOW communities except New Berlin will be $1.51 per $1,000
equalized value. -In New Berlin, which was assessed for one flood control project, the rate will be
$1.60 per $1,000 equalized value. : : :




October 30, 1996
Page Two

This was a very important agreement for every resident in the Milwaukee metropolitan area. As you
well know, this dispute cast a pall on all forms of regional cooperation in southeastern Wisconsin.
Now that the Sewer Wars are over, we hope that we can turn our attention to the many pressing
concerns of our region and state in a renewed spirit of cooperation.

Certainly, no one expects this longstanding dispute to be forgotten overnight, but the agreement that
we reached is a very positive movement towards regional harmony.

The leaders of all the FLOW communities deserve thanks for their sincere efforts to reach this
‘compromise. In particular, I would like to thank Menomonee Falls Village President Joe Greco. His
leadersh]p was critical in reaching an agreement. I firmly believe that without his efforts the
compromise would not have been reached.

At the ceremony at which MMSD and FLOW community officials signed their agreement, Mr. Greco
said that for the wounds to heal we need to put this dispute behind us. I hope we can all agree to do
just that.

“All of us at MMSD look forward to continuing to improve District operations and to building a
sstrong working relationship with all our customers.

Smcereiy, i

Anne Spray Kinney % ! ( )

Executive Director



FLOW
Fair Liquidation 0f Waste

890 Elm Grove Road
Elm Grove, WI 53122

April 29, 1996

Representative Marc C. Duff
State Capitol Bldg., Rm. 306N
P. O. Box 8952

Madison, WI 53708

RE: Senate Bill 614 (Public Service Commission Regulation of the Milwaukee
Metropolitan Sewerage District)

Dear Representative Duff:
Purpose of Letter
One of the most frequently-asked questions in the Capitol these days is: "Will the

sewer wars ever end?" The eight FLOW communities firmly believe that Senate Bill
614 will, at long last, provide the solution!

The purpose of this letter is to provide you with a brief executive summary of what
we believe to be the best roadmap for resolution of this 14-year dispute between the
Milwaukee Metropolitan Sewerage District (MMSD) and 140,000 residents of the
FLOW communities of Brookfield, Butler, Elm Grovc Germantown, Menomonee
Falls, Mequon, New Berlin, and Thiensville.

Background

A number of intriguing ideas have been advanced to resolve the "sewer wars."
Legislative hearings have been held on the matter in both houses of the Legislature.
There has clearly been an increasing understanding of the policy issues, which are
legislative in nature. There also exists a clear understanding that the MMSD is
(1) the eighth largest taxing unit in Wisconsin, (2) the second largest utility, and
(3) the largest utility whose rates are not established by the Public Service
Commission (PSC) of Wisconsin. Finally, there is substantial appreciation that the
MMSD is a "creature of the Legislature," and, as such, the Legislature has been
historically responsible for creating the ground rules under which the special-use
utility monopoly operates.

Braokfield ® Butler & Elm Grove ® Germantown ® Menomonee Falls » Mequon ® New Berlin # Thiensville




Representative Marc C. Duff
April 29, 1996
Page No. 2

Principles to Guide Resolution
of the "Sewer Wars"

The Legislators who have been studying this matter for some time have suggested that
the resolution of this issue must be governed by, at least, the following four major
principles:

. The legislation which is passed must provide a long-term solution, one
that the Legislature will not be inclined to tamper with every year or
two.

L The legislation must be neutral and not choose economic sides between

MMSD and FLOW.
L The solution must utilize long-established philosophical values.

L] The solution must utilize long-established institutional processes.

The Legislative Solution

Since the early part of the Twentieth Century, Wisconsin has utilized the PSC as a
vehicle for establishing the rates that utility monopolies can charge the various classes
of users. This process accomplishes two objectives. First, it ensures a fair rate of
return to the utility. Second, it ensures that each class of customers will be treated
fairly in relation to the other classes of customers. The PSC has nearly a century of
experience in making such decisions.

Senate Bill 614 directs the PSC to establish capital charges which may be levied by
the MMSD as to all classes of customers being served by this monopoly utility. The
PSC is further directed to utilize long-established philosophical and institutional
processes to make its decisions. Senate Bill 614 does not choose sides but, rather,
provides a long-term solution to this 14-year-old war.

Attached please find a list of those individuals who are registered to lobby on behalf
of the FLOW Communities. We have asked the FLOW lobbyists to contact you and



Representative Marc C. Duff
April 29, 1996
Page No. 3

arrange an opportunity to discuss the progress and contents of Senate Bill 614. In
addition, please feel free to contact the members of the FLOW Executive Committee
directly if you have any additional questions. Their names, addresses, telephone and
fax numbers are attached.

We fervently believe we must end the destructive battle known as the "sewer wars.”
There is a necessary and most appropriate role for the Legislature to play in resolving
this war. We encourage your passage of Senate Bill 614.

Sincerely,

Kathryn C. Bloomberg
Chair, FLOW Executive Committee
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P.O. Box 3049 M "
Milwaukee, Wisconsin 53201-3049 : ﬁ

(414) 272-5100 - M
A g

James Wiechmann
2727 E Newberry Blvd :
Milwaukee WI 53211 P

? %5 Viﬁ #
Dear Mr. Wiechmann : V’J %

Legislation being introduced by Rep. Marc Duff (R-New Berlin) that would take $20 million out of Milwaukee County
consumers’ pockets each year is scheduled for deliberation by the State Assembly this month.

We ﬁeed-.yni_':r_ he_iii to keep it from passing.

In Mil_wéuke'e_{i_o'unty, capitai. costs for sewer system imp_rovgz_’nénts have always been billed on a property tax basis.
Because these property taxes can be deducted from federal income taxes, Milwaukee County taxpayers annually

receive approximately $20 million in tax deductions. '

Assembly Bill 374 would change all that by mandating that capital costs for sewer improvements could only be
recovered through non-deductible user charges. If AB 374 passes; this property tax reduction would be lost, and the
$20 million that normatly is returned to the Milwaukee area economy, would instead stay in Washington. As a result,
Milwankee County taxpayers wonld have $20 million less to spend each year.

You don’t ﬁ#w to be an economist to know that taking $20 million out of Milwaukee County consumers’ pockets will
translate into 2 huge loss of revenue for metropolitan area businesses. - e s oL .

- AB 374 would also shift an inequitable share of the cost of paying for sewer improvements onto industry.. Asa .-
. ~business leader, you can understand that a dramiatic increase in the cost of “doing business in the Milwaukee area
would have a devastating impact on the area economy.

- You may wonder why such an anti-business bill would even be considered by the Republican Legislature. “The reason.
_ is simple. 'The FLOW communities of New Berlin, Elm Grave, Brookfield, Menomonee Falls, Butler, Mequon,
Germantown ' and ‘Thiensville ‘have convinced. a minority of Republican legislators, those who represent their.
comumunities to push this legislation. FLOW's primary motivation for wanting this legislation to:pass is it would
enable their communities. to continue to pay-less than half of their fair share for sewer improvements and force =
- business and industry 10 pay more. "

This legislation would have a punishing impact on economic development in the metropolitan area. AB 374 is set
to be deliberated by the Assembly on January 23.

Act now! Call Rep. Marce Dulf at (608) 266-1190 and Assembly Speaker David Prosser who has agreed to advance
the bill at (608) 266-3387. Tell them that AB 374 is anti-business. Tell them to smy. FLO

Only the intervention of business leaders like yourself will stop this legislation from becoming law, Our metropolitan
business climate depends on your involvement. . - L e e e

Execitive Director

Jones Island Wastewater Trealment Plant 5, South Shore Wastewater Treatment Plant
700 East Jones Street, Milwaukee 53207-1091 482-2040 8500 South 5th Ave., Oak Creek 53154-3506 764-1045




FLOW
Fair Liquidation 0f Waste

890 Elm Grove Road
Elm Grove, WI 53122

FLOW EXECUTIVE COMMITTEE

Kathryn C. Bloomberg, Mayor (414) 782-9650
City of Brookfield

2000 N. Calhoun Road

Brookfield, WI 53005

James W. Nortman, President (414) 782-6700
Village of Elm Grove

13600 Juneau Boulevard

Eim .vae', WI' 53122-0906

Mary Cialre Cera, Mayor (414) 786-8610
City of New Berlin

3805 S. Casper Drive

New Berlin, WI 53151-5097

Joseph J. Greco, President (414) 251-5495
Village of Menomonee Falls :

W156 N8480 Pilgrim Road

Menomonee Falls, WI 53051-3140

'Waiter J Woloszyk Pres;dent - (414) 783-2525
Village of Butler

12621 W. Hampton Avenue

Buﬂer, WI 53607

Char}es J. Hargan, President (414) 253-8250
Vﬂiage of ‘Germantown

N122 WI7177 Fond du Lac Avenue

P. O. Box 337

Germantown, WI 53022

James J. Moriarty, Mayor (414) 242-3100
City of Mequon

11333 North Cedarburg Road

Mequon, WI 53092

Donald Molyneux, President (414) 242-3720
Village of Thiensville

250 Elm Street

Thiensville, WI 53092

Brookfield ® Butler  Elm Grove ® Germantown Menomonee Falls ® Mequon ® New Berlin ® Thiensville




FLOW REGISTERED LOBBYISTS
[As Of 4/15/96]

DeWitt, Ross & Stevens, s.c.
Manchester Place

2 East Mifflin St., Ste 600
Madison, WI 53703

Neil Palmer & Associates
890 Elm Grove Road, Ste 208
Elm Grove, WI 53122

Ruekert & Mielke, Inc.
W239 N1812 Rockwood Drive
Waukesha, _W“I 53188

Murphy & I)esmond S.C.
Manchester Place

2 East Mifflin St., Ste 800
Madison, W1 53703

Elizabeth Buchen
44 E. Mifflin St., Ste 104
Madiso:z, WI 53703

Wimmer & Company, Inc.
22 North Carroll St., Ste. 200
Madison, WI 53703

Zigman, Joseph, Stephenson
100 East Wisconsin Ave., Ste. 1000
Milwaukee, W1 53202

Patrick Essie Consiﬂting
44 E. Mifflin St., Ste. 301
Madison, WI 53703

The O’Connor Company
223 E. Mifflin St., Ste. 250
Madison, WI 53703

Bright Consulting
1506 Winslow Lane
Madison, WI 53711

Daniel Meyer
P. O. Box 8050
Wisconsin Rapids, WI 54495-8050

Stephen E. Bablitch, Esq.
Peter A. Peshek, Esq.
Paul G. Kent, Esq.
Robert R. Jentz

(608) 255-8891

Neil Palmer, Executive Director

Fair Liquidation of Waste (FLOW)
(414) 821-5988

William J. Mi_-'elke, P.E, L.S, D.E.E.
(414) 542-5733

Mich#’ei R'.'_.'%Zéixghan, Esq.
(608) 257-7181

Elizabeth (Liz) Buchen
(608) 255-9575

James W, Wimmer, J_r |

- (608) 256-5223

Craig J. Peterson, Executive Vice
" President
(414) 273-4680

Pairick (Pat)”Essie
(608) 256-7701

Alice O’Connor
(608) 255-7211

Michael P. Bright
(608) 278-1903

Daniel (Dan) Meyer
(715) 422-3368



WISCONSIN LEGISLATIVE COUNCIL STAFF MEMORANDUM

One East Main Street, Suite 401; P.O. Box 2536; Madison, WI 537012536
Telephone (608) 2661304
Fax (608) 266-3830

DATE: May 3, 1996

TO: MEMBERS OF THE ASSEMBLY COMMITTEE ON ENVIRONMENT AND
UTILITIES

FROM: John Stolzenberg, Staff Scientist

SUBJECT: Summary of Senate Substitute Amendment 1 to 1995 Senate Bill 614,
Relating to Regulation of the Milwaukee Metropolitan Sewerage District, as
Recommended by the Joint Committee on Finance

INTRODUCTION

This memorandum, prepared at the request of Representative Marc Duff, Chairperson of
_your Committee; provides a summary of Senate Substitute Amendment 1 to-1995 Senate Bill.
614 (hereafter, the Substitute Amendment), as adopted and recommended for passage by the -
Joint Committee on Finance on March 22, 1996. The Substitute Amendment relates to regula-
tion and supervision by the Public Service Commission (PSC) of the Milwaukee Metropolitan
Sewerage District (MMSD), the sale or lease of the MMSD'’s assets, authorizing the dissolution
of the MMSD, distribution of excess reserves of the MMSD, Clean Water Fund program grants
for certain munlc1palit1es grantlng rule~makmg authority, making an appropriation and provid-
ing penalties. -

The summary in this memorandum of the Substitute Amendment is divided into the
following parts:
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Under current law, the MMSD’s Commission has the general duty to project, plan,
design, construct, maintain and operate a sewerage system for the collection, transmission and
disposal of all sewage and drainage of its service area, subject to ss. 66.88 to 66.918 [s. 66.89
(1), Stats.]. The Commission has a number of specific powers and duties specified in its specific
enabling law [ss. 66.88 10 66.918, Stats.], and other statutes which enable it to fulfill this general
duty, including the authority to issue bonds-and notes; acquzre property; construct, operate and
maintain its facilities and set rates and - charges for.its services. The PSC is currently only .
involved in- the regulation of the MMSD in response to compia;nts to the PSC by a user of the
MMSD’s ; sewxces under 8. 66 0’?6 (9) or’ 66 912 (5), Stais

The Substitute Amendmem astabhshes that for purposes of the state’s general public
utility law, ch. 196, Stats., a “regulated district” shall be a metropolitan sewerage district created
under s. 66.882, Stats, Presently, the MMSD is the only metropolitan sewerage district that is a
regulated district. Thus, this memorandum will use “regulated district” and the MMSD inter-

changeably.

The Substitute Amendment also amends many of the provisions in ch. 196, Stats,, to
subject a regulated district, and, thus the MMSD, to most of the same regulations and PSC
supervision as public utilities are sub_]ect to under ch. 196, Stats. The attachment to this
memorandum 1dent1ﬁcs the specxﬁc sections in ch 196, Stats ‘which: the Substltute Amendment
amends to prov;dc for this parallel regulation. These reguiatlons include the PSC’s duty to
approve an increase in a regulated district’s rates and charges; approve the construction by a
regulated district of its physical piant require a umform system of accounts; approve terms of
service offerings, including service extensions; review ‘complaints on rates, rules and practices;
and approve reorganzzatzons, consohdauoas and mergers :

Consxstent with these changes in the reguianon by the PSC of the MMSD the Substitute
Amendment amends municipal law to do all of the following:

a. Delete the MMSD’s authority to set sewerage system service charges under the
general law applicable to municipalities and other metropolitan sewerage districts [s. 66.076,

Stats.].

b. Convert the authority of the MMSD to establish charges under various provisions in
the MMSD’s specific enabling law to propose charges which are then established under ss.
196.03, 196.20 and 196.37, Stats. [s. 66.91 (5) (c) 2., Stats.]. These sections set forth the
processes and standards applicable to public utilities’ rate increases and decreases. The Substi-
tute Amendment does not give the PSC the authority to review any tax levied by the MMSD
under s. 66.91 (6), Stats. The Substitute Amendment requires the MMSD to file its initial
schedule of rates, tolls and charges with the PSC 90 days after the Substitute Amendment’s
general effective date. The Substitute Amendment establishes that: (1) this initial filing shall be
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treated as a rate increase under ss. 196.03, 196.20 and 196.37, Stats.; (2) the MMSD’s rates in
effect on the Substitute Amendment’s general effective date continue in effect until the PSC
completes its review of the initial filing; and (3) the PSC must complete its review of the initial
filing within 18 months afier the Substitute Amendment’s general effective date [SEC. 145 (1)].

c. Establish that other specified powers and duties of the MMSD under its specific
enabling law, including the authority to acquire property; plan, construct, operate and maintain
facilities; enter into contracts; borrow money and issue bonds are subject to any approval by the
PSC required under chs. 184 and 196, Stats. [Chapter 184, Stats,, relates to securities of public
service corporations. Currently, “public service corporation” includes every corporation, except
a municipality or other public political subdivision, which is a public utility as defined in s.

196.01, e.g., investor-owned public utilities.]

© "7 d. Delete the authority of users of MMSD’s service to complain to the PSC about the
MM_SD’S rates, rules and ‘practices under s. 66.076 (9) or 66.912 (5), Stats. .

~The Substitute Amendment establishes that, if enacted, it does not divest the PSC over, or
change the standards to be applied in, any complaint pending with the PSC on the effective date
of this provision [SEC. 145 (3}].

8'_ MMSD'’S ASSETS AND FACI,

The Substitute Améndment directs the MMSD’S Commission to lease or sell, subject to |

the PSC’s consent and approval described below, any or all of the MMSD'’s assets and facilities
if the PSC determines that all of the following apply:

a A 'leascér._saie will be in the best interests of the MMSD’s ratepayers. In making

this best interests determination, the PSC must consider whether the lease or sale: (1) will

provide for a reasonably adequate supply of sewerage services to meet the needs of the public;

(2) is in the public interest when considering engineering, economic, health, safety, reliability,
efficiency and environmental factors and alternate methods of providing sewerage services; (3)
is reasonably coordinated with long-range plans and policies of other agencies or that a reason-
able effort has been made to coordinate with such plans and policies; and (4) will abate
combined sewer overflows to the extent necessary to comply with federal or state law.

b. Under the terms of any lease or sale agreement, the employes of the MMSD who:
(1) cease to be employes of the MMSD on the effective date of the lease or sale; (2) are
performing functions in relation to the assets or facilities that are leased or sold; and (3) are
covered by a collective bargaining agreement under subch. IV of ¢h. 111, which is in effect on
the day before the effective date of the lease or sale, shall continue to perform the functions that
they perform on the day before the effective date of the lease or sale, after the lease or sale until
the expiration date of the collective bargaining agreement that applies to these employes, or for
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two years following the effective date of this provision, whichever is sooner [proposed s. 66.891
(1), Stats.}.

Under the Substitute Amendment, the MMSD may sell, acquire, lease or rent any of its
plant or property constituting an operating unit or system with-the PSC’s consent and approval
[proposed s. 196.80 (1s) (e), Stats.]. The PSC’s consent and approval must be given in the
specified process upon the PSC ﬁndmg that the proposed action is consistent with the public
interest [proposed amendment of s. 196.80 (3), Stats.]. The Substitute Amendment also autho-
rizes the PSC to mspect ‘the books, accounts and records of the MMSD and examine, under oath,
any MMSD commissioner, employe or agent in order to obtain information bearing upon the
two PSC determinations identified above [proposed s. 196.02 (13), Stats.].

If the PSC makes the. two detennmatmns spemﬁed in the precedmg sectzoxz, relating to
the lease or sale of any or all of the MMSD’s assets and facilities and if the PSC believes that the
MMSD’s Commission has not acted in the best interests of the MMSD’s ratepayers in selling or
1easmg the MMSD’s assets and facahtles, the PSC may appoant an mdwuiuai to negotlate and
mdzv;dual may exercise, on behalf of the MMSD, the powers given the MMSE)’S Comrmssmn
relating to the acquisition of property and the authority to enter into contracts under ss. 66.90 (1)
and 66.904 (1), Stats. The MMSD must pay all costs incurred by the individual in the perfor-
mance of his or her duties under this provision {proposed s. 196.02 (13), Stats.].

’{'he Substltute Amendment estabhshes that thc proceeds af any saie or lease Of part or all'
of the MMSD’s assets or facilities to an entity other than the state must be distributed, in a
manner approved by the PSC, to.the state and municipalities in proportion to the amounts paid

by the state and. mumc:pahties for the MMSD’s: capxtal costs, since the MMSD was reorganized -

on April 27,1982 under s. 66.882 (1) (b), Stats. " Thirty percent Cff the proceeds distributed to
this state under this provision that are not obligated to the Clean Water Fund must be credited to
the appropriation for the Clean Water Fund Special Grants Program, described below in Section
G [proposed s. 66.891 (3), Stats.].

4. PSC Study

The Substitute Amendment directs the PSC to study the likely effects of any sale or lease
of the assets of the MMSD on the rates charged for sewerage services in the MMSD. No later
than six months after the PSC completes its review of the initial schedule of rates filed by the
MMSD under SEC. 145 (1) (b), the PSC must report the results of this study to the Leglslature
under s. 13.172 (2), Stats., the MMSD and the Governor [SEC. 145 (4)].



The Substitute Amendment authorizes the MMSD’s Commission to dissolve the MMSD
if all of the following conditions are met:

1. All of the MMSD’s outstanding indebtedness has been retired and all bonds issued
by the MMSD have been paid off. ‘

2. All of the MMSD’s assets and facilities have been sold, following the PSC making
the two determinations specified in Section B, 1, above.

3. Both the Department of Natural Resources (DNR) and the PSC consent to the
dissolution [proposed s. 66.891 (2) and proposed amendment to s. 196.78, Stats.].

The Substitute Amendment directs the MMSD’s Commission to develop and, upon ap-
proval by the PSC, implement a plan to make a refund to customers of the MMSD who are
residents of municipalities that have been paying service charges, based on the equalized value
of the property in the municipality, for capital costs associated with the MMSD’s Water Pollution
Abatement Program, since the inception of the service charges. The refund shall consist of that
portion of current reserves that are being held by the MMSD and that are in excess of prudent
reserve requirements, as determined by the PSC, less the amount transferred to the Clean Water
Fund Special Grants Program described below in Section G [proposed s. 66.89 (3)):

With the consent and approval of the PSC, the Substitute Amendment establishes that the
MMSD may acquire the stock of a public utility or any part thereof [proposed s. 196.80 (1s) (b),
Stats.].

The Substitute Amendment repeals ss. 66.898 (4) (¢) and 66.899, Stats., relating to
contract sewerage service charges with respect to capital costs based on the value of the property
in the area to be served and to noncontractual sewerage service. The process by which these
provisions were enacted was found to be unconstitutional in Brookfield v. Milw. Sewerage, 144
Wis. 2d 896, 426 N.W. 2d 591 (1988), because they were passed in violation of art. IV, s. 18,
Wis. Const. SECTION 18 establishes that no local bill may be passed by the Legislature which
embraces more than one subject, and these provisions were enacted as parts of biennial budget
laws.

. CLEAN WATER FUND SPECIAL IS PR M

The Substitute Amendment creates a Clean Water Fund Special Grants Program. This
program is funded by two sources: :



1. The first $30 million of the MMSD’s excess reserves, as determined by the PSC (see
Section D) or all of these reserves, whichever is less; and

2. 30% of the proceeds of the sale or lease of MMSD assets and facilities that are
distributed to the state and not obligated to the Clean Water Fund [proposed ss. 66.89 (3) and
66.851 331

The DNR must provide a special grant to a municipality under the program if all of the
following conditions are met:

1. The municipality qualifies for Clean Water Fund financial assistance.

2. The median household income in the mummpahty is 80% or less of the median
household i mcome in the state.

3. One of the foilowmg apphes (a) the estimated total annual charges per residential
user in the municipality for wastewater treatment would exceed 2% of the median household
income in the municipality, if the municipality receives the maximum amount of Clean Water
Fund assistance, excluding any special grant; or (b) the estimated total annual charges per
residential user in the municipality for wastewater treatment would exceed 2% of the median
household income in the municipality without Clean Water Fund hardship assistance because
insufficient hardship assistance funding is available.

The DNR may not award a Specxal grant if the grant either: (1) results in the estimated
total annual charges per residential user in the municipality for wastewater treatment being less

‘than 2% of the median household income in the municipality; or (2) exceeds 90% of the cost of -~
‘the project;”if condltmn 3'(a), above, apphes 'or:70% -of the cost of the pro}ect for.any other

mumczpaizty The DNR must also establish a funding list that ranks projects eligible for special
grants in the same order that they_appear on the hardship assistance priority funding list.

The Substltute Amendment dlrects the PSC and the DNR to enter into'a memorandum of
understanding spec;fymg the manner in which these agencies will coordinate their regulation of
the MMSD in situations in which provisions in chs. 30, 66, 144, 147 and 196 assign overlapping
duties, powers or jurisdiction [proposed s. 196.025 (2)]. This memorandum must be signed no
later than the first day of the 10th month after the general effective date of the Substitute
Amendment. In addition, the PSC and DNR must submit any proposed rules to implement the
memorandum to the Legislative Council Rules Clearinghouse no later than the first day of the
19th month after the general effective date of the Substitute Amendment [SECS. 162 (1) and 163

(2) ()]

The Substitute Amendment amends the PSC’s appropriation in s. 20.155 (I)‘(g}, Stats.,
to authorize monies appropriated under this paragraph to be used for the regulation of the
MMSD in addition to the regulation of utilities. The Substitute Amendment appropriates a total



